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1. DEPARTMENTS OF STATE AND COMMERCE HAVE REVIEWED REFTELS 
DESCRIBING POSSIBILITY FOR MAJOR US PARTICIPATION IN 
PARANA MEDIO HYDROELECTRIC PROJECTS WITH GREAT INTEREST. 

WE REGARD IT AS HIGHLY IMPORTANT TO MAKE AVAILABLE TO US 
FIRMS ALL POSSIBLE INFORMATION WITH RESPECT TO THE PROJECTS 
TO MAXIMIZE EVENTUAL US PARTICIPATION. 

2. HOWEVER, REFTEL SUGGESTS TO DOC AT LEAST TWO MAJOR 
ISSUES WHICH SHOULD BE ADDRESSED PRIOR TO INITIATING CON- 
TACT WITH U.S. FIRMS REGARDING THESE PROJECTS: (A) FINANC- 
ING, AND (B) PROJECT TECHNICAL AND ECONOMIC VIABILITY, 
PRIORITY AND TIMING. THESE SHOULD BE THOUGHT THROUGH IN 
DEPTH TO PERMIT COGENT ANSWERS TO QUESTIONS U.S. FIRMS WILL 
REQUIRE ANSWERS TO BEFORE GIVING SERIOUS CONSIDERATION 
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TO NOTION OF PARTICIPATION IN THESE PROJECTS. 
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A. FINANCING: THE EXTENT OF U.S. INVOLVEMENT IN THESE 
PROJECTS IS HEAVILY DEPENDENT ON AVAILABILITY OF FINANCING. 
U.S. FIRMS WILL QUESTION THE SOURCE OF THESE FUNDS, PAR 
TICULARLY SINCE LOCAL COST COMPONENT IS OVER A BILLION 

DOLLARS. THEY WILL ALSO BE CONCERNED AS TO GOA PLANNED 
ARRANGEMENTS FOR FINANCING CORPUS AND YACIRETA AND THE 
IMPACT THESE WILL HAVE ON PARANA MEDIO PROJECTS. WE UNDER- 
STAND WORLD BANK "ONLY VAGUELY INTERESTED IN YACIRETA AND 
NOT AT ALL IN CORPUS." EARLY WARNING (B.A.'S A-264 OF 
AUGUST 19, 1964) STATED "CREDIT LINES WILL BE STRAINED 
CONSIDERABLY DURING THIS PERIOD." ALSO B.A. 1926 STATES 
"THE ARGENTINE GOVERNMENT WILL NEED EXTERNAL DOLLAR FI- 
NANCING TO EXECUTE THESE PROJECTS AS DOMESTIC SOURCES OF 
FINANCING OF THE MAGNITUDE REQUIRED ARE SIMPLY NOT 
AVAILABLE." 

B. PROJECT, TECHNICAL AND ECONOMIC VIABILITY, PRIORITY 
AND TIMING: FIRMS WILL QUESTION PROJECTS' FEASIBILITY, 

THEIR LEVEL OF PRIORITY, AND REALISTIC PROJECT TIMING. 

CERTAIN STATEMENTS IN REFTEL SUGGEST THAT PARANA MEDIO 
MAY NOT HAVE A FIRM POSITION IN GOA PRIORITIES AND IS IN 

A MORE PRELIMINARY STAGE THAN GOA HAS STATED. REFTEL 
STATES, "REALISTIC ESTIMATE OF PROJECT COSTS CAN ONLY BE 
MADE AFTER A VERY GOOD FEASIBILITY STUDY IS CONDUCTED." 
FURTHERMORE, REFTEL STATES THAT "PARANA MEDIO SITES ARE 
FAR FROM THE MOST FAVORABLE FOR THE CONSTRUCTION OF DAMS 
ALONG THIS MIGHTY RIVER" AND "MUST BE CONSTRUCTED ON A 
BASE OF VERY SANDY MATERIAL" WHICH SOVIETS SAY THEY KNOW 
HOW TO OVERCOME. 

3. U.S. FIRMS HAVE FOLLOWED CLOSELY THE PROGRESS OF 
HYDROELECTRIC PROJECT OPPORTUNITIES IN ARGENTINA AND ARE 
FULLY AWARE OF PREVIOUS SOVIET INVOLVEMENT IN THESE 
PROJECTS IN ARGENTINA AND ELSEWHERE. MOST U.S. FIRMS 
CITED REFTEL HAVE WORKED WITH SOVIETS DIRECTLY OR THROUGH 
JOINT VENTURES OR TECHNOLOGY LICENSING AGREEMENTS AND 
SEEM TO HAVE VERY FEW HANG-UPS REGARDING EXISTING WORKING 
RELATIONSHIPS. HOWEVER, WE CANNOT PREDICT TERMS AND 
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CONDITIONS WHICH U.S. FIRMS WOULD REQUIRE TO ESTABLISH 
NECESSARY WORKING RELATIONSHIPS ON THESE PROJECTS. WE 
KNOW THAT AT LEAST ONE MAJOR U.S. FIRM WOULD ONLY BE 
INTERESTED IN THIS TYPE PROJECT IF THE LEADERSHIP ROLE 
IN A CONSORTIUM WERE TOTALLY U.S. (WITH USSR INVOLVEMENT 
SUBSIDIARLY TO THE U.S. GROUP). 

4. WE REQUEST FURTHER ANALYSIS BY EMBASSY REGARDING 
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CONSIDERATIONS NOTED PARA 2 ABOVE PRIOR TO APPROACH HERE 
TO U.S. FIRMS. U.S. FIRMS HISTORICALLY RESPOND TO COM- 
PLEX PROJECT OPPORTUNITIES WHEN THEY HAVE CONFIDENCE 
THAT PROJECTS ARE TECHNICALLY AND ECONOMICALLY VIABLE, 
THAT CONTRACT TERMS CAN BE DEVELOPED TO SUIT THEIR 
REQUIREMENTS AND THAT THEY CAN BE ASSURED OF PAYMENT FOR 

THEIR SERVICES ACCORDING TO THE TERMS OF THE CONTRACT. 
RESPONSE TO RECOMMENDATIONS OF REFTEL PARAGRAPH 8 (D) 
WOULD NECESSARILY ALSO BE DEFERRED. 

5. IN VIEW OF THE COMPLEXITY OF ISSUES AND THE NUMBER 
OF UNANSWERED QUESTIONS WE AGREE WITH EMBASSY THAT, 
SHOULD THE MATTER BE RAISED WITH THE SECRETARY, HIS 
RESPONSE SHOULD BE LIMITED TO A GENERAL EXPRESSION OF 
U.S. INTEREST IN CONTINUING U.S. -ARGENTINE COOPERATION 
IN GOA'S HYDROELECTRIC DEVELOPMENT COUPLED WITH ASSUR- 
ANCES THAT ALL AVAILABLE INFORMATION WILL BE TRANSMITTED 
TO U.S. FIRMS TO ENCOURAGE THEIR PARTICIPATION IN PARANA 
MEDIO DEVELOPMENT. KISSINGER 
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